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Universal Service Reform — Mobility Fund

COMMENTS OF WINDSTREAM COMMUNICATIONS, INC.
ON SECTIONS XVII.A-K

Windstream Communications, Inc., on behalf of itself and its affiliates (collectively
“Windstream”), submits the following comments in response to the Federal Communications
Commission (“Commission”) request for input on proposals to reform and modernize the
Universal Service Fund set forth in Sections XVII.A-K of the Commission’s recent Report and

Order and Further Notice of Proposed Rulemaking (“FNPRM”).*

! Connect America Fund; A National Broadband Plan for Our Future; Establishing Just

and Reasonable Rates for Local Exchange Carriers; High-Cost Universal Service Support;
Developing an Unified Intercarrier Compensation Regime; Federal-State Joint Board on
Universal Service; Lifeline and Link-Up; Universal Service Reform — Mobility Fund, CC Docket
Nos. 01-92 and 96-45, WC Docket Nos. 10-90, 07-135, 05-337, and 03-109, GN Docket No. 09-
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l. INTRODUCTION AND SUMMARY

Windstream supports rational reforms to transition the legacy high-cost universal service
program to the Connect America Fund (“CAF”). As the Commission recognizes, reform is
essential to reduce the rural-rural “digital divide” that has arisen under legacy rules, wherein
certain high-cost areas have received generous support and have been served by enhanced
network facilities, while other high-cost areas—exhibiting comparable cost conditions—have
been virtually ignored. A successful reform approach will support existing broadband and voice
services in high-cost areas and lay the groundwork for new and better broadband service in high-
cost areas that have been neglected under the legacy regime. The Commission should keep an
unwavering focus on the provision of robust broadband and voice services in high-cost areas,
and avoid imposing obligations, restrictions, and unnecessary complexities that ultimately would
serve to undermine universal service objectives specified in Section 254(b) of the
Communications Act.

To ensure that all consumers have access to robust voice and broadband service, the
Commission should apply the same public interest obligations to all CAF recipients, regardless
of whether they use wired or wireless broadband technologies. To that end, the Commission
should, at a minimum, apply any broadband measurement methodology uniformly across all
CAF Phase |1 recipients—both wired and fixed wireless providers—as well as any unsubsidized
competitors whose presence precludes support in a high-cost area. The Commission also should
move swiftly to develop a standardized process for testing performance of mobile broadband

services.

51, and WT Docket No. 10-208, Report and Order and Further Notice of Proposed Rulemaking
(rel. November 18, 2011) (“FNPRM”).



The Commission should refrain from imposing additional, unnecessary eligible
telecommunications carrier (ETC) obligations that would require an increase in funding levels,
further straining the budget for the high-cost program. Proposed obligations that should be
avoided include heightened IP-to-IP interconnection requirements and provisions mandating new
interconnection points and backhaul capacity for underserved high-cost communities to deploy
their own broadband networks. Likewise, the Commission should reject the proposal to create a
Technology Opportunities Program to assist communities with deploying their own broadband
networks. Any entities—including municipalities and other non-traditional providers—that are
capable of providing broadband that meets the requirements set forth by the Commission instead
should seek CAF support through the technology-neutral competitive bidding process.

In developing a new framework for the distribution of ongoing support in price cap
territories, the Commission is right to place early emphasis on the adoption of an accurate,
forward-looking cost model. While clearly intending to move toward a pure competitive bidding
process in the long term, the Commission correctly recognizes the importance of a viable model
to facilitate the near-term distribution of funding to sustain existing service, avoid consumer
disruption, and advance deployment while the competitive process is being developed and
implemented. In addition, the Commission should be mindful that carriers’ support must remain
commensurate with their obligations, and obligations must be eliminated or reduced where a
carrier receives no support or lower levels of funding.

Commission efforts to design the competitive bidding process should focus squarely on
its stated goal for the mechanism—*“to distribute support in a way that maximizes the extent of
robust, scalable broadband service and minimizes total cost”—and tailor the process to serve that

goal most effectively. In particular, (1) the CAF must not exclude high-cost areas that are



currently served by broadband; (2) the provider of last resort and funding level should be
determined on a wire center basis as a default to maximize efficiency while affording flexibility
to would-be competitors; (3) the CAF, like the Mobility Fund, should provide for a 10-year term
of support, which would be both consistent with the Commission’s efficiency and technology-
neutrality goals and properly aligned with the economic realities of network construction; (4) the
Commission should refrain from imposing artificial restrictions on participation or enticements
to participate that would undermine the efficiency of the CAF; (5) the Commission should not
relax its designated minimum performance requirements—intended to ensure universal access to
applications necessary for work, health care and education—to expand the pool of technologies
potentially eligible for support; (6) the number of locations that a recipient must serve in a given
area should be locked at the time of the auction; (7) buildout timelines must account for the
complexities and challenges of broadband deployment; and (8) financial guarantees should
ensure accountability while being practical for both public and private companies.

As the Commission transitions to its new universal service regime, it is likely that current
ETCs, including current carriers of last resort, will experience changes in support levels in
particular areas and, in some cases, reduction or elimination of high-cost support for given areas.
It is critical that the Commission consistently align service obligations with support, and any
elimination of or reduction in support should be accompanied, respectively, by an elimination or
a decrease in voice service obligations, not the continuation of voice obligations and/or new
broadband obligations. In particular, as the ABC Plan proposes, ETCs should automatically be
relieved of their legacy ETC obligations and ETC designations in those geographic areas in
which they do not receive either legacy high-cost support or new CAF support, and remaining

service obligations should apply only to the individual geographic units that receive support.



Compelling carriers to continue to provide service where they do not receive support would be
an unfunded mandate, and it would be arbitrary and capricious to require a particular
unsupported carrier, such as an ILEC, to provide service where it does not receive support while
other unsupported carriers are not held to such a requirement.

Furthermore, it would be contrary to the Commission’s long-term goals to direct savings
realized in other components of the CAF to increase funding for rate-of-return carriers. Price cap
companies’ service territories today encompass more than 83 percent of the Americans who lack
access to residential fixed broadband, but because the legacy system has not targeted price cap
support based on the cost conditions in individual wire centers, these areas often have been
underfunded. It would be contrary to the Commission’s goals to expand broadband access and
increase fiscal responsibility if it were to channel money away from price cap areas, where the
greatest need for broadband funding is evident, to rate-of-return areas where broadband service
already is available to a much greater degree—and commonly at speeds that are in excess of the
Commission’s 4 Mbps universalization target. It would be premature to consider allocating any
additional support for rate-of-return carriers until the parameters and effects of proposed,
additional reforms for rate-of-return carriers are better understood.

Finally, the Commission should take measures to avoid using limited “remote areas”
funding inefficiently by subsidizing competition, particularly in “areas that are challenging for
even one provider to serve.” First, in defining areas eligible for the Remote Areas Fund, the
Commission should exclude any location where another carrier is required to provide voice
service. Second, the Commission should exclude any location where an unsubsidized competitor

offers standalone voice and broadband service at 4 Mbps downstream speeds.



1. PUBLIC INTEREST OBLIGATIONS SHOULD BE TECHNOLOGY -
NEUTRAL AND NARROWLY TAILORED TO ACHIEVING THE
COMMISSION’S GOAL OF UNIVERSAL BROADBAND AVAILABILITY.

The Commission should apply the same public interest obligations to all CAF recipients,
regardless of whether they use wired or wireless broadband technologies. Specifically, the
Commission should, at a minimum, apply any broadband measurement methodology uniformly
across all CAF Phase 1l recipients—both wired and fixed wireless providers—as well as any
unsubsidized competitors whose presence precludes support in a high-cost area. The
Commission also should move swiftly to develop a standardized process for testing mobile
broadband service. Such measures are necessary to ensure that high-cost support furthers the
goal of enabling robust broadband and voice services in high-cost areas.

The Commission should refrain from imposing additional, unnecessary ETC obligations
that would require an increase in funding levels, further straining the budget for the high-cost
program. Proposed obligations that should be avoided include heightened IP-to-1P
interconnection requirements and provisions mandating new interconnection points and backhaul
capacity for underserved high-cost communities to deploy their own broadband networks.> The
Commission, likewise, should reject the proposal to create a fund for a Technology
Opportunities Program to assist communities with deploying their own broadband networks.
Any entities—including municipalities and other non-traditional providers—that are capable of
providing broadband that meets the requirements set forth by the Commission instead should

seek CAF support through the technology-neutral competitive bidding process.

2 FNPRM at 9 130.



A. The Same Public Interest Obligations Should Apply to All CAF Recipients,
Regardless of the Technology They Use to Provide Service.

Throughout this rulemaking process, the Commission has expressed its goal that the
universal service high-cost program transition toward a technology-neutral system.® To that end,
Windstream urges the Commission to apply the same public interest obligations—including
broadband performance requirements and performance measurement methodologies*—to all
CAF recipients, regardless of whether they provide wired or wireless, fixed or mobile broadband
service. First, technology-neutral standards are needed to ensure, for all consumers, access to
comparable networks—an explicit goal of Section 254 of the Communications Act. It would be
contrary to the goals of the Act to institute a funding regime whereby a customer in one high-
cost area would be afforded access to a network with one network management and performance
standard, while another customer in a neighboring area would only have access to a network that
is less “open” or less robust. Second, disparate treatment would distort competition for CAF
support. Finally, any attempt to draw stark lines between technologies eligible for support would
be contrary to marketplace realities, wherein the technological lines between wireline and

wireless, fixed and mobile networks are becoming increasingly blurred.

3 See id. at § 120 (noting that the Connect America Fund will “transition[] universal service

to an efficient, technology-neutral system”); Connect America Fund; A National Broadband
Plan for Our Future; Establishing Just and Reasonable Rates for Local Exchange Carriers;
High-Cost Universal Service Support; Developing an Unified Intercarrier Compensation
Regime, CC Docket No. 01-92, WC Docket Nos. 10-90, 07-135, and 05-337 and GN Docket No.
09-51, Notice of Proposed Rulemaking and Further Notice of Proposed Rulemaking, at q 93 (rel.
Feb. 9,2011) (“NPRM”).

4 See FNPRM at 9 1014 (questioning whether the Commission should adopt a “uniform

methodology for measuring broadband performance” and whether that methodology should “be
uniform across different technologies”).



1. Technology-neutral standards are needed to ensure access to comparable
networks for all consumers.

Section 254 of the Communications Act provides that all consumers, including those in
high-cost areas, should have access to “reasonably comparable” services.® It would be contrary
to the Act to institute a CAF regime whereby a customer in one high-cost area would be afforded
access to a network with one set of public interest obligations, while another customer in a
neighboring area would only have access to a network that is less “open” or less robust.
Accordingly, Windstream has long supported a uniform actual speed requirement for recipients
of broadband support,® and has also asserted that if fixed providers are subject to network
openness rules, those same rules must apply to any provider—including any wireless provider—
that offers broadband as a supported service pursuant to Section 254.” Likewise, here,
Windstream emphasizes that any public interest obligations imposed on CAF recipients must
apply to any recipient, regardless of the technology they use to provide service. Given the
Commission’s intention “not to subsidize competition in areas that are challenging for even one
provider to serve,”® such uniform requirements are needed to ensure that all Americans in high-
cost areas have access to services that are reasonably comparable to those available in lower-cost

areas where competition is more robust.

5 47 U.S.C. § 254(b)(3).

° See Comments of Windstream Communications, Inc., WC Docket Nos. 10-90, 05-337,
07-135, 03-109, GN Docket No. 09-51, CC Docket Nos. 96-45, 01-92, at 16-18 (April 18, 2011)
(Windstream CAF NPRM Comments) (noting need for technology-neutral performance and
openness standards); Comments of Windstream Communications, WC Docket Nos. 10-90, 05-
337, GN Docket No. 09-51, at 12 (July 12, 2010) (Windstream CAF NOI Comments) (noting
Windstream’s concern with undue disparities in how the OBl White Paper addresses presumed
broadband deployment requirements for wireless and wireline networks).

! See Letter from Malena F. Barzilai, Windstream, to Marlene H. Dortch, Secretary, FCC,

GN Docket No. 09-51, CC Docket Nos. 01-92 and 99-68, WC Docket Nos. 04-36, 10-90, 05-
337, and 07-135, at 2 (January 27, 2011).

8 See FNPRM at  319.



2. Disparate treatment would distort competition for CAF support.

The Commission has expressed its general intention to award support to only one
broadband provider per geographic area through the CAF.? Thus, in addition to creating the
danger that neighboring services would not be “reasonably comparable,” technology-specific
public interest obligations within such a format would distort competition for CAF support.
Providers subject to less stringent requirements with regard to speed, coverage, or network
openness, for example, likely would be able to under-bid those that are subject to more stringent
requirements and thus deny consumers better service in the long term. Indeed, providers subject
to less stringent requirements—even if capable of offering more robust broadband services—
would be incentivized to submit bids to deploy the bare minimum of services eligible for
support, so as to decrease their costs and increase their chances of submitting the winning bid.

Moreover, technology-specific performance obligations would run contrary to long-
standing Commission precedent that recognizes, in many contexts, the importance of treating
like services alike. For example, in its various broadband Internet classification orders, the
Commission scrupulously avoids favoring one technological platform over another, recognizing
that doing so would distort a developing marketplace to the detriment of consumers.'® In the
Wireless Broadband Order, which brought fixed and mobile wireless technologies under the
same regulatory framework as wired technologies, the Commission cites “the Congressional goal

of promoting broadband deployment and encouraging competition in the provision of broadband

S See id. at § 1195 (stating that the Commission intends to “generally be supporting a

single provider for a given geographic area” and “would support more than one provider in an
area only if doing so would maximize coverage”).

1o See, e.g., Appropriate Framework for Broadband Access to the Internet over Wireline

Facilities et al., Report and Order, 20 FCC Rcd 14853, 1 1 (2005); United Power Line Council’s
Petition for Declaratory Ruling Regarding the Classification of Broadband Over Power Line
Internet Access Service as an Information Service, Memorandum Opinion and Order, 21 FCC
Rcd 13281, 1 2 (2006).



11 1t warns of the dangers of treating wireless broadband services differently: “Without

services.
a consistent approach toward all Internet service providers (both within the wireless industry and
across diverse technologies), and absent a showing that an application of common carrier
regulation to only one type of Internet access provider will promote the public interest, the
possibility of full and fair competition will be compromised.”*? This finding is no less true in the
context of the CAF, where providers will compete for support and the distortion of this

competition ultimately would harm consumers in high-cost areas.

3. Uniform standards are most appropriate in this age of technological
convergence.

Finally, any attempt to draw stark lines between technologies eligible for support would
be contrary to the reality of the marketplace, in which technological lines between wireline and
wireless, fixed and mobile networks are becoming increasingly blurred. As Windstream has

previously discussed in great detail,**

wired and wireless broadband services compete with one
another in the market and will continue to do so more vigorously as the spectral efficiency and
speed of wireless technologies continue to increase. In addition, the networks used to support
wireless and wireline broadband services are becoming increasingly interchangeable as wireless
companies respond to their own capacity limits by encouraging the use of femtocells and Wi-Fi

to offload traffic onto wireline broadband networks at the point closest to the end-user. The

result is that for a very large percentage of broadband communications, there is no technological

1 Appropriate Regulatory Treatment for Broadband Access to the Internet over Wireless

Networks, Declaratory Ruling, 22 FCC Rcd 5901, { 55 (2007) (Wireless Broadband Order).

12 Id. (emphasis added).

13 See Comments of Windstream Communications, Inc., GN Docket No. 09-191, WC

Docket No. 07-52, at 6-19 (October 12, 2010); Reply Comments of Windstream
Communications, Inc., GN Docket No. 10-127 (August 12, 2010).

10



difference between broadband connectivity used to support traditional wireline broadband
service and the connectivity supporting a “wireless” handset’s broadband service.

Even where differences currently exist, these differences are matters of degree and not
kind. While wireless providers have spectrum scarcity and network management issues, wireline
and cable operators have to manage finite network capacity as well—and these capacity
constraints are compounded by the wireless providers’ strategy of offloading voice and
broadband traffic onto wired broadband networks wherever possible. Indeed, wireline carriers
have faced massive increases in consumer Internet usage in recent years. The average
Windstream customer now generates more than 16 times the amount of downstream Internet
traffic generated by the average Windstream customer in July 2006. Deploying additional fiber
and upgrading electronics to handle this increased demand may not be the same process as
acquiring new spectrum in an auction, but these measures are hardly so inexpensive and
inconsequential that wired providers have an insignificant need to manage capacity on their
networks. Holding wireline providers to more stringent public interest obligations would
effectively penalize them for investing more in ensuring optimum performance for their
customers (whether that performance is measured by speed or by degree of network openness),
and would run counter to the increasing technological convergence in the industry.

B. Any Methodology for Measuring Broadband Performance Should Be Uniform
and Balance the Need for Accurate Data Against the Burden on Providers.

Consistent with its desire to implement a technology-neutral system™* and to ensure
reasonable comparability of the capabilities offered to end users,* the Commission should, at a

minimum, apply any broadband measurement methodology that it adopts uniformly across all

14 See FNPRM at { 120.
15 See id. at Y 80.
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CAF recipients—both wired and fixed wireless providers—as well as any unsubsidized
competitors whose presence precludes support in a high-cost area. Otherwise, providers that are
subject to a more rigorous measurement regime will be at a competitive disadvantage, and
consumers in high-cost areas will not be assured of gaining “access to affordable modern
communications networks capable of supporting the necessary applications that empower them
to learn, work, create, and innovate.”*®

Moreover, the Commission should accelerate its efforts to develop a standardized process
for measuring the performance of mobile broadband services. As the Measuring Broadband
America report released last August shows, the Commission has already applied extensive
performance tests to wireline broadband providers.” Yet nearly two years after the National
Broadband Plan called for “more transparent and standard disclosures of coverage, speeds, and

performance for mobile networks,”*?

no corresponding tests have been initiated—Ilet alone
completed—for mobile broadband providers. Itis ill-advised for the Commission to allocate
scarce universal service resources toward mobile services without having first obtained valid
data on the performance of these services. As former Commissioner Michael Copps has noted,

“g00d regulatory decisions depend on good data.”*® In addition, a testing regime for mobile

broadband services will aid the Commission in fulfilling its statutory duties under section 706 of

16 See id. at  51.

17 See Measuring Broadband America, A Report on Consumer Wireline Broadband

Performance in the U.S., FCC’s Office of Engineering and Technology and Consumer and
Governmental Affairs Bureau, Docket No. (August 2, 2011).

18 Federal Communications Commission, Connecting America: The National Broadband

Plan at 147 (rel. March 16, 2010) (“National Broadband Plan™).

19 Implementation of Section 6002(b) of the Omnibus Budget Reconciliation Act of 1993,

Annual Report and Analysis of Competitive Market Conditions with Respect to Mobile Wireless,
including Commercial Mobile Services, WT Docket No. 10-133, Statement of Commission
Michael J. Copps (rel. June 27, 2011).

12



the Telecommunications Act of 1996,%° and will aid mobile broadband providers in complying
with the new transparency rule adopted in the Commission’s Open Internet order.

With regard to the development of any specific standardized measurement methodology,
the Commission should balance the need for accurate data against the network demands that
broadband testing can impose. Applying broadband performance tests to a large pool of end
users could place such a load on networks as to slow performance for customers and/or require
service providers to add capacity just to handle the testing. Given the Commission’s purposes—
to verify that providers are meeting broadband speed and latency targets—it would be
appropriate to limit performance tests to a statistically significant sample of customers, rather
than require unnecessary and overly burdensome data collection that covers every end user.

C. The Commission Should Refrain From Imposing Obligations That Are Not

Essential for Achieving the Goal of Ubiquitous Access to Robust Broadband and
Voice Services.

The Commission should refrain from requiring CAF Phase Il recipients to meet
additional ETC obligations above and beyond what is required to ensure universal, robust
broadband and voice availability. In particular, the Commission should refrain from requiring
IP-to-1P interconnection obligations beyond whatever framework the Commission adopts more

broadly for all entities,?* and should not mandate the provision of interconnection points and

backhaul capacity for underserved high-cost communities to deploy their own broadband

20 See Inquiry Concerning the Deployment of Advanced Telecommunications Capability to

All Americans in a Reasonable and Timely Fashion, and Possible Steps to Accelerate Such
Deployment Pursuant to Section 706 of the Telecommunications Act of 1996, as Amended by the
Broadband Data Improvement Act, GN Docket No. 10-159, Seventh Broadband Progress Report
and Order on Reconsideration, at § 26 (May 20, 2011) (Seventh Section 706 Report) (noting that
Report does not address mobile wireless broadband availability because of concerns about
accuracy of existing data).

21 FNPRM at § 1028.
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networks.?>  As the ABC Plan Coalition has explained, such conditions are not administratively
feasible to implement or monitor, and the conditions would require an increase in funding levels,
further straining the budget for the high-cost program.”®

It does not make sense to require CAF Phase Il funding recipients to build for and
accommodate broadband competitors in areas that are prohibitively expensive for even one
provider to serve. Asthe ABC Plan Coalition has noted, such an approach would increase
funding requirements because providers would need to deploy additional facilities and, if a
competitor ever appears, would realize less revenue due to a smaller customer base.** In turn,
the Commission would be forced either to increase the budget for the CAF or to delay
deployment of broadband service in some high-cost areas. As such, conditions to build for and
accommodate broadband competitors would actually hinder the Commission’s goals of making
affordable broadband available to all Americans while controlling the size of the Universal
Service Fund.” The Commission should reject such conditions and adopt only those

requirements that are central to achieving the objectives of the high-cost program.

22 Id. at 7 1029.

23 Joint Comments of AT&T, CenturyLink, FairPoint, Frontier, Verizon, and Windstream,

WC Docket Nos. 10-90, 07-135, 05-337, 03-109, CC Docket Nos. 96-45, 01-92, GN Docket No.
09-51, at 16 (August 24, 2011) (ABC Plan Coalition Comments). See also Comments of Cox
Communications, Inc., WC Docket Nos. 10-90, 07-135, 05-337, 03-109, CC Docket Nos. 96-45,
01-92, GN Docket No. 09-51, at 26 (August 24, 2011) (noting that “[n]early all of [the proposed
additional requirements] would make it more expensive to deploy broadband service in unserved
areas, and all of them would make it less likely that providers would be willing to invest the
capital necessary to deploy that service”).

24 ABC Plan Coalition Comments at 16.

2 FNPRM at § 11 (discussing the four principles guiding reform of the high-cost program).

14



D. A Separate Technology Opportunities Program Is Unnecessary and Would
Hinder Achievement of the Commission’s Broader Reform Objectives.

For similar reasons, the Commission should reject the proposal to create a fund for a
Technology Opportunities Program that would assist communities with deploying their own
broadband networks.”® Any entities—including municipalities and other non-traditional
providers—that are capable of providing broadband that meets the requirements set forth by the
Commission should be permitted to seek CAF support through a technology-neutral competitive
bidding process. However, creating a separate fund for non-traditional providers would
undermine the goals of the high-cost program. First, it would divert scarce resources from a
larger-scale mechanism that is designed to deliver broadband as efficiently as possible, and direct
those resources toward a smaller program that can offer no such promises of efficiency. Second,
if the CAF and a separate fund for non-traditional providers address service in the same area, the
presence of the separate fund would increase CAF funding requirements, because CAF providers
would realize less revenue due to the presence of competition subsidized by the separate fund.
Third, redundant support also would be contrary to the Commission’s intentions to support only
one provider per area and not to fund areas served by an unsubsidized competitor.?” The
Commission can best achieve its goal of extending broadband coverage in unserved areas if it
focuses on the administration of a technology-neutral CAF that is open to all, rather than
supporting special-interest projects that are unlikely to meet the Commission’s efficiency and

fiscal responsibility goals.

26 Id. at 7 130.

21 See id. at § 1195 (stating that the Commission intends to “generally be supporting a

single provider for a given geographic area” and “would support more than one provider in an
area only if doing so would maximize coverage”); 4 103 (noting that “providing universal service
support in areas of the country where another voice and broadband provider is offering high-
quality service without government assistance is an inefficient use of limited universal service
funds”).

15



I1l. THE CONNECT AMERICA FUND PHASE Il FOR PRICE CAP CARRIERS
SHOULD INCORPORATE A VIABLE MODEL, A TARGETED AND
EFFICIENT COMPETITIVE BIDDING PROCESS, AND ALIGNMENT OF
SUPPORT AND OBLIGATIONS.

As the Commission embarks on the development of a new framework for the distribution
of ongoing high-cost support, it rightly places early emphasis on the adoption of an accurate,
forward-looking cost model that should inform the targeting of support.?® While clearly
intending to move toward a pure competitive bidding process in the long term,* the Commission
correctly recognizes the importance of a viable, efficient model to facilitate the near-term
distribution of funding to sustain existing service, “avoid consumer disruption,” and advance the
Commission’s deployment goals while the competitive process is being developed and
implemented.®® In addition, the Commission should be mindful that carriers’ support must
remain commensurate with their obligations, and obligations must be eliminated or reduced in
areas where a carrier receives no support or lesser levels of funding. Finally, with respect to the
overall design of the competitive bidding process, the Commission should focus squarely on its
stated goal for the mechanism—*to distribute support in a way that maximizes the extent of

»3.__and tailor the process to serve

robust, scalable broadband service and minimizes total cost
that goal most effectively.
A. A Competitive Process Will Be Most Successful If Accompanied By (1) Adoption
of a Viable Model To Inform Targeting of Support, and (2) Elimination of a
Carrier’s Obligations in Areas Where the Carrier Does Not Receive Support.
The Commission will be most successful in its long-term plans if it adopts, early in the

process, a working model to properly identify high-cost areas and the support needed to deploy

28 See id. at 11 181-193.
29 Id. at ] 178.

30 See id. at ] 165.

3 Id. at { 1189.
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and/or maintain service in those areas. As the Commission recognizes, a viable model will be
essential to facilitate the near-term distribution of funding to sustain existing service, “avoid
consumer disruption,” and advance the Commission’s deployment goals while the competitive
process is being developed and implemented.® Windstream, as a member of the ABC Plan
Coalition, participated extensively in the development of the CostQuest Broadband Analysis
Tool (CQBAT), which permits calculation of an efficient, forward-looking cost of providing
broadband and estimated required support levels on a census block basis.*®* The Coalition
strongly supports the Commission’s efforts to adopt a “robust model” that will “accurately
estimate the cost of a modern voice and broadband capable network,”** and, to help the
Commission fulfill that objective, the Coalition plans to submit a refined version of the CQBAT
for review by the Commission and all interested parties.*

In addition, in developing a competitive bidding process for the distribution of ongoing
support in price cap territories, the Commission should be mindful that carriers’ support must
remain commensurate with their obligations, and obligations must be eliminated or reduced in
areas where a carrier receives no support or lesser levels of funding. As Windstream has noted
in previous filings and discusses at length elsewhere in this document, the Commission cannot

lawfully require any carrier to continue to provide service in a high-cost area where it is not the

32 See id. at { 165.

3 See Letter from Robert W. Quinn, Jr., AT&T, Steve Davis, CenturyLink, Michael T.
Skrivan, FairPoint, Kathleen Q. Abernathy, Frontier, Kathleen Grillo, Verizon, and Michael D.
Rhoda, Windstream, to Marlene H. Dortch, Secretary, FCC, WC Docket No. 10-90 et al.,
Attachment 3 at 4 (filed July 29, 2011) (ABC Plan).

34 FNPRM at { 184.

% See Letter from Jonathan Banks, USTelecom, to Marlene H. Dortch, Secretary, FCC, WC
Docket Nos. 10-90, 05-337 (December 29, 2011) (providing notice that the ABC Plan Coalition
intends to submit a cost model to the Commission on or before February 1, 2012).
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CAF recipient. * Unfunded mandates to serve will result in degradation of existing
communications services in high-cost areas and could imperil the carriers that serve them.

B. The Design of the Competitive Bidding Process Must Reflect the Commission’s
Goal of Maximizing the Extent of Robust Broadband While Minimizing Costs.

With respect to the overall design and mechanics of the competitive bidding process, the
Commission should focus squarely on its primary goal in this proceeding—directing a controlled
amount of funding toward the efficient deployment and provision of robust voice and broadband
service in high-cost areas®’—and tailor the process to serve that goal most effectively. In
particular, Windstream makes the following recommendations: (1) The CAF must not exclude
high-cost areas that are currently served by broadband; (2) the provider of last resort and funding
level should be determined on a wire center basis as a default to maximize efficiency while
affording flexibility to would-be competitors; (3) the CAF, like the Mobility Fund, should
provide for a 10-year term of support, which would be both consistent with the Commission’s
efficiency and technology-neutrality goals and properly aligned with the economic realities of
network construction; (4) the Commission should refrain from imposing artificial restrictions on
participation or enticements to participate that would undermine the efficiency of the CAF; (5)
the Commission should not relax its designated minimum performance requirements—intended

to ensure universal access to applications necessary for work, health care and education—to

% See Section IV infra. See also, e.g., Windstream CAF NPRM Comments at 20; Reply
Comments of Windstream Communications, Inc., WC Docket Nos. 10-90, 05-337, 07-135, 03-
109, GN Docket No. 09-51, CC Docket Nos. 96-45, 01-92, at 22 (May 23, 2011) (Windstream
CAF NPRM Reply); Windstream CAF NOI Comments at 23. See also Comments of AT&T, CC
Docket Nos. 01-92 and 96-45, WC Docket Nos. 10-90, 07-135, 05-337, and 03-109, and GN
Docket No. 09-51, at 84 (April 18,2011) (AT&T CAF NPRM Comments) (noting that “a heavy-
handed approach that imposes unfunded mandates or evolving service obligations that become
more burdensome over time would undermine the Commission’s broadband goals™).

3 See FNPRM at 9 1189 (noting that competitive bidding mechanism is designed “to

distribute support in a way that maximizes the extent of robust, scalable broadband service and
minimizes total cost™).
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expand the pool of technologies potentially eligible for support; (6) given the limited budget of
the CAF, the number of locations that a recipient must serve in a given area should be locked at
the time of the auction; (7) buildout timelines must appropriately account for the complexities
and challenges of broadband deployment; and (8) financial guarantees should ensure
accountability while being practical for both public and private companies.

1. The CAF must not exclude high-cost areas that are currently served by
broadband.

Windstream urges the Commission to distribute support in all high-cost areas that the
CAF Phase Il model identifies as above the cost benchmark, and not to exclude otherwise
qualifying areas in which the ILEC currently provides broadband.*® The fact that an area is
currently served does not mean that the area would continue to be served absent support. Indeed,
excluding all served areas from the CAF would cut off many high-cost areas from receiving
necessary ongoing support to offset continuing costs of providing voice and broadband service.

Ongoing support is needed to provide carriers with a reasonable opportunity to recover
past and current investments. As the National Broadband Plan recognized, the existing high-cost
support program has indirectly contributed to the deployment of broadband networks, which

utilize many of the same network components as supported voice services.*® 1LECs have

%8 The Commission’s framework contemplates that a cost benchmark would be used to

constrain the funding level in the CAF Phase Il program for price cap carriers to meet the
Commission’s budget. See id. at§ 156 (“Using the model, we will estimate the support
necessary to serve areas where costs are above a specified benchmark, but below a second
“extremely high-cost” benchmark™). It is anticipated that the cost benchmark would assure that
only high-cost census blocks would be targeted for support; however it is not intended that the
funding benchmark would capture all areas that are high-cost. In other words, it is likely that the
calculated cost benchmark would be above what a high-cost benchmark would be if there were
no budget constraints.

% See id. at § 1191 (seeking comment on “other approaches,” including “exclud[ing] areas
that, based on the most recent data available, are served”).

40 See National Broadband Plan at 141.
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invested well over $100 billion to develop a nationwide network that provides high-quality,
reliable, and ubiquitous coverage, and ILECs are continuing to invest billions of dollars to
upgrade existing networks for increasingly faster broadband and to extend the reach of these
networks. Furthermore, especially in the lowest-density, highest-cost areas of the country, public
switched telephone network facilities, which also have been funded with high-cost support, will
continue to be an essential component of the delivery of high-quality, reasonably priced voice
and broadband services to consumers.

Federal funding is needed to recover a portion of the costs for operating and maintaining
networks in sparsely populated rural areas—costs that do not evaporate with the implementation
of IP technology.* The economic reality that underlay the framework of the legacy universal
service and intercarrier compensation systems—the extremely high costs of providing reliable
network service to customers in low-density areas—still remains. Operating and maintaining
last-mile and second-mile infrastructure connecting customers to the carrier’s network will
continue to be necessary, and costly, regardless of the network technology. To fulfill the
directive of Section 254 of the Act,*? continued support is necessary to ensure that these existing
facilities are not stranded and that all Americans receive consistent, reliable, and high quality

service, regardless of where they live.

4 See, e.g., Comments of Windstream Communications, Inc., WC Docket No. 05-337, CC

Docket No. 96-45, at 14-15 (April 17, 2008) (Windstream 2008 Comments) (explaining that
broadband operating costs include leasing backhaul, transport fees to connect island exchanges
to the Internet backbone; creation and maintenance of a system that tracks the provision and
capacity of each Digital Subscriber Line Access Multiplexer; grooming of cable pairs; and
installation of jumpers to connect a phone line to broadband equipment); Letter from Eric N.
Einhorn, Windstream, to Marlene H. Dortch, Secretary, FCC, WC Docket Nos. 05-337, 06-122,
99-68, 08-152, 07-135, CC Docket Nos. 01-92, 96-45 (October 27, 2008) (detailing costs of
widespread deployment of IP technology and expenses of operating IP system in rural areas).

42 47 U.S.C. § 254(b)
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2. Support should be distributed on a wire center basis.

Though it may make sense to have the new cost model identify high-cost areas on a
census block basis, for the purposes of the CAF Phase Il distribution mechanism, the provider of
last resort and funding level should be determined on a wire center basis as a default. Any
would-be competitor should be permitted to challenge this default and propose its own
geographic unit in an area where it is willing to assume high-cost responsibilities. Such a regime
would maximize efficiency while affording would-be competitors sufficient flexibility to craft
appropriate broadband deployment plans.

As Windstream and others have noted in the past, a wire center-based regime will permit
ILECs—the only entities that have shown any measurable interest in deploying fixed broadband
to and serving as carriers of last resort in high-cost areas**—to compete for high-cost funding to
deploy and use capital efficiently. As a default, wire center is preferable to other geographic
units for a variety of reasons, including: (1) it reasonably reflects the geographic and
demographic realities of service areas;* (2) it is the unit by which carrier-of-last-resort
responsibilities have been established and thus would facilitate a seamless transition of those
duties into the broadband era;* and (3) competing carriers often rely on parts of the ILEC

infrastructure to obtain second and middle-mile capacity.*

43 See, e.g., Windstream CAF NOI Comments at 7-16.

44 See Reply Comments of Windstream Communications, WC Docket Nos. 10-90, 05-337,
GN Docket No. 09-51, at 32 (August 11, 2010) (Windstream CAF NOI Reply); Comments of
CenturyLink, WC Docket Nos. 10-90, 05-337, GN Docket No. 09-51, at 21 (July 12, 2010)
(CenturyLink CAF NOI Comments) (“since these wire centers were built in a logical fashion to
serve groups of customers in a geographic area, this same logic could inform a competing
provider’s decisions to build a network to provide broadband service to the same area”).

4 Windstream CAF NOI Reply at 32; CenturyLink CAF NOI Comments at 21; Comments
of United State Telecom Association, WC Docket Nos. 10-90, 05-337, GN Docket No. 09-51, at
26 (July 12, 2010) (noting that wire center “is the unit by which the current universal service

obligations will be replaced”). See also Comments of NASUCA et al. on Notice of Inquiry, WC
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At the same time, Windstream’s proposed regime also will afford other types of providers
the opportunity to challenge the use of a wire center so that they can best leverage their own
existing infrastructure to serve a geographic area. There is significant Commission precedent in
support of this approach: The Commission has granted multiple wireless CETCs permission to
redefine ILEC study areas to better resemble their license areas when applying for federal
support.*” Employing wire centers as the standard basis for funding decisions but, similarly,
allowing competitors to challenge this default would ensure that the limited high-cost funding is
distributed in the most efficient way possible.

3. The term of support should be 10 years, as with the Mobility Fund.

Despite the fact that it proposes a 10-year term of support for Mobility Fund Phase 11
support recipients, the Commission suggests only a five-year term of support for providers that
receive funding through a CAF Phase Il competitive bidding process.”® A 10-year term of
support for both funds would be both most consistent with the Commission’s intention to

549

“transition[] universal service to an efficient, technology-neutral system™™ and most properly

aligned with the economic realities of network building. Moreover, a longer term of support

Docket Nos. 10-90, 05-337, GN Docket No. 09-51, at 9 (July 12, 2010) (stating that “given that
current support is primarily for [ILECs] (and that the Commission is contemplating eliminating
support for wireless carriers), this application of the model would suggest a focus on ILEC
wireline facilities” (inter